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INTRODUCTION
The Preamble to the Constitution of the Republic of Indonesia 1945 (1945 states that after declaring independence from colonial powers, Indonesian people formed the Unitary Republic of Indonesia (NKRI).
In the fourth paragraph of the 1945 Constitution, it is mandated that with the presence of the Indonesian state, there is a government that provides protection to the entire nation and the entire homeland of Indonesia, promotes the general welfare, educates the nation, as well as participates in realizing the world order.
The established government will be able to carry out the duties if the state or nation is in safe condition, so the state is obliged to realize the national security. National security is defined as a national condition and describes the freedom of the state, society and citizens from any form of threats or actions which are influenced by both external and internal factors. National security can also be interpreted as the need to preserve the existence of the state through It is noteworthy that the increase in the defense budget should not be caused by other things but the need for security and economy, such as the inclusion of the interests of the "middleman" in defense programs which can give rise to fraud. The defense expenditures should be able to influence the growth of the national economy.
The entire government budgets are expected to give a multiplier effect on the economy, but special for defense budget, as mentioned earlier, cannot be known for sure whether or not it has an effect on the economy of a country. The purpose of this study is to answer the question of how the effect of government defense expenditure policy on national economic growth. The test results will be analyzed and are expected to be a finding that could be developed in more deeply for a better and fair national defense planning without any abuse.
Based on the framework of formal models built, it is necessary to see the effect of defense expenditure on the economy. Despite the very complex relationship, the test is simplified through a single model of economic growth.
Broadly speaking, this study aims to explain the effect of the national defense budget on the economy, through economic growth, by using empirical analysis of the model established.
THEORETICAL FRAMEWORK AND HYPOTHESIS DEVEOPMENT
The purpose of a state is to maximize the social welfare. With the economic growth, the social welfare is expected to continue to rise. In order to provide social welfare, the development should lead to the creation of a sense of security and comfort among individuals and groups in 
Framework and Hypothesis
In this study, the effect of the defense budget on the economy of the country is reviewed by transmission through economic growth. In this study, through the development of the model of Mintz & Huang (1990) , it is selected a structure that is considered plausible To determine whether there is any effect of government spending in the defense sector on economic growth through the effects of externalities, then it is formed a main hypothesis of the study, namely:
"There is a relationship between the defense budget and the national economy". Mintz & Huang (1990 .1991 a. Production function:
RESEARCH METHODOLGY
Where L is the input of labor, K is the input of capital, M is the government spending in military sector, N is the government spending in non-military sector, and P is a private-sector spending.
To reflect differences between the externality effects and government sectors, it is assumed that military components and nonmilitary components influence the production of P sector with a constant elasticity from θ m and θ n , until it is obtained:
Thus the externality effect of the private sector can be demonstrated by:
The size of the elasticity is the intersectoral externality θ i (i=n,m). Or it can be rewritten so as to be able to be analyzed using multiple non linear regression as follows: -Defense sector provides a negative externality effect on the private sector, while non-defense sector provides a positive externality effect on the private sector.
-Defense and non-defense sectors do not affect the economic growth.
-Private investment sector has positive effect on the economic growth, while labor sector (population) has a negative effect on the economic growth.
The empirical results show that the increase in the national defense budget turned out to have no effect on economic growth, but it gives negative externalities to the private sector. It shows that the defense budget has not been able to give a spin-off effect on other sectors and even has not been able to affect Indonesia's economic growth. Non-defense government budget does not affect the economic growth but is able to provide externality effect on the private sector. This shows that the functions of the government budget are still going well.
CONCLUSION AND SUGGESTION
Defense budget as a government's policy still leaves a negative externality effect.
Supposedly, the budget programs can be beneficial to other sectors. It would be better if the defense budget is able to stimulate an increase in production and technology through the defense industry, thus providing a direct influence on economic growth.
What needs to be scrutinized is that the increase in the defense budget should not be caused by other things but the need for security, for example, the inclusion of the interests of rent seekers in defense programs. Besides, the large and disproportionate increase in the defense budget could trigger an arms race among the countries in the strategic environment.
From the findings of this study, it is realized that defense spending has an effect on the economy. Inefficient budget policy will be in vain on any threat level, as it will give the effect of depression on the economy. Therefore, the results of this study should be able to influence the policy makers in determining budget policy with more efficient national defense programs so as to form an effective defense force. 
